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Related services % (2) 

® Carfuel 100 
Petroleum products (France) 

@ Carma et ses filiales 50 
Insurance (France) 

® Immobiliére Carrefour 100 
Real estate (France) 

® Providange Sil 
Auto centers (France) 

@ S2P 60 
Credit cards (France) 

® Carrefour Vacances 100 
(France) 

M@ Financiera Pryca aa 
Credit cards (Spain) 

® Carrefour Credito 80 
Credit cards (Brazil) 

Other businesses % (2) 
Supermarkets 

® Comptoirs Modernes 98.4 
(France) 
Hard Discount 

@ Erteco 100 
and subsidiaries (France) 
Frozen Foods 

M® Picard Surgelés 19 


(France) 


Investments % (2) 
Hypermarkets 
B® GMB 42 
(France) 
Warehouse stores 
B® Costco UK 20 
(United Kingdom) 
® Metro France 20 
(France) 
Pets 
@ Pet's mart G3) 


(United States) 


® Fully consolidated companies 
@ Equity method company 
® Non-consolidated company 


(1) As at December 31, 1998 


(2) % interest held by the Group as at December 31, 1998 
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Carrefour’s 


mission 


All our efforts are geared towards 
customer satisfaction. Our retailing activities 
seek to meet changing customer demands, in 
terms of product selection and quality at the most 
competitive prices. Highly motivated employees are our main 


asset. 


The Group encourages individual initiative and responsibility at every 


level, as well as solidarity and the achievement of common goals. 


Our business is based on simple, straightforward concepts. To remain 
competitive, we constantly adapt our resources to achieve optimal 


distribution efficiency. 


We aim to be an international force with a significant presence in each 
market. By constantly seeking to gain market share, we will strengthen the 


Group’s independence and raise shareholder value over the long-term. 


We aim to develop mutually beneficial synergies with all our business 


partners. 


We seek to adapt to the specific environment of each country where we 
operate and to serve as a benchmark in terms of business values wherever 


we are present. 


There were three milestones for 


Carrefour during 1998. Each signaled a step 


forward in the Group’ drive to attain genuine 


world scope as described in last year’s annual report. 


The first and undoubtedly foremost event was the 


acquisition of Comptoirs Modernes. After a very successful public 
tender offer in a total amount of FF 19 billion, we now hold 98.4% of our 
long-standing partner, a leading supermarket operator in France. The 
acquisition evidences our desire to expand in both supermarkets and 


hypermarkets in the major countries where we operate. 


Build 


world 


The second event, which 
received a little less media 
coverage, rounded off a 
process begun five years ago. 
The merger of De Noyange 
and Carrefour means that the 
succession of the Group's 
founders is effectively com- 
pleted and the handover to the 
new generation assured. Too 
many family founded groups 
in France have suffered due to 
insufficient preparation of this 
important step. At Carrefour, 
the transition has been suc- 


cessfully accomplished. 


When we look back on 1998 
in the years to come, the 
Group’s 35th anniversary will 
remain a keystone in Carrefour’s 


drive to build its world reach. 


The anniversary provided the 
opportunity for a world con- 
vention, held in Paris, bringing 
together 700 managers from 
the 20 countries where we 
operate. Each delegate left the 
convention with a_ higher 
awareness of the Group’s 
strengths and its progress so 
far, as well as a clear vision of 


the strategy to be implemented 


and the renewed challenge 
that consists of harnessing 
everyone's efforts to reinforce 


our leadership position. 


Above all our anniversary was 
the occasion to launch an 
“unbeatable” marketing opera- 
tion. Over the same period, 
from October to November, all 
the Group’s stores organized a 
massive promotional initiative 
backed by substantial advertis- 
ing campaigns and focused on 
identical products in all coun- 
tries. It was the first-ever con- 
crete example for our banner 
to demonstrate the force of its 
brand equity as well as its 
organizational and coordina- 
tion capabilities across 20 
countries and more than 300 
stores on three continents. The 
success from both a business 
and media standpoint more 
than exceeded our expecta- 
tions and will encourage us to 
proceed with similar opera- 


tions on a regular basis. 


What do these seemingly 
unconnected events have in 
common? All of them under- 


pin the development of our 


rou 


Group’s strategy: 


¢ expand in countries by open- 
ing stores and making acquisi- 
tions, based on two standard 
retail formats: hypermarkets 
and supermarkets; 

¢ capture market shares as a 
result of a discount-focused pol- 
icy by leveraging the Group's 
size to enable central sourcing 


of all non-food goods. 


In the majority of countries 
where the Group operates, 
sales recorded double-digit 
growth in local currencies. 
The improvement provides a 
good reflection of the market 
share captured by the Group, 
including in countries currently 
experiencing crisis. In Spain, 
Pryca began a full restructur- 
ing of its stores, its product 
and service offering and its 
organization in 1998. Half of 
the stores have now been 
revamped and the others will 
be remodeled in the run up to 


the end of 1999. 


On a constant exchange rate 
basis, growth in sales would 
have been 8.2%. But weaker 


currencies, particular the softer 


d) 


dollar towards the end of the 
year, restrained growth to 6.2%. 
We were on track with our 
stated earnings objective, with 
7.9% growth in net income, 
reflecting the success of our 
35 year anniversary celebra- 
tion promotion which broadly 
offset the negative exchange 


rate impact. 


How is 1999 
shaping up so far? 


France and Europe should 
again benefit from strong con- 
sumer spending, but to an even 
greater extent than in 1998, we 
believe that prices will be sub- 
ject to deflation. We have 
weathered the storm in Asia 
and although certain countries 
have not yet found their equi- 
librium, others are gradually 
getting back on their feet after 
the 1997 


America, it is difficult to fore- 


crisis. In Latin 
cast consumer trends over the 
whole year at present, but the 
first months of 1999 show a sig- 


nificant slowdown in spending. 


Until last January, we were 
planning to achieve an increase 
in 1999 income from recurring 
operations slightly higher than 
the advance recorded in 1998. 
However, the devaluation of the 
Brazilian real, the risks stemming 
from the Argentine peso and the 
projected economic slowdown in 
Latin America have evidently had 
an impact on our forecasts. The 
Americas alone currently represent 


a quarter of the Group’ earnings. 


We will certainly be affected by 
these upsets, but we will not be 
sitting by watching them hap- 
pen. In all the countries where 
we operate, our employees 
are improving their sales 
and marketing performances 
and their efforts will be sus- 
tained throughout the year. 
Consolidated EBITDA advanced 
by 14.8% while EBIT was up 
16.4%. This performance will 
be further fuelled in 1999 by 
the consolidation of Comptoirs 
Modernes. Therefore, even 
based on the assumption that 
the currency crisis will have a 
negative impact of 50% on earn- 
ings in Brazil and of 25% in 
Argentina, we are forecasting a 


1999 rise in EBIT of at least 20%. 


Moreover, the integration and 
expansion of the supermarket 
business has only just begun: 
since we merged with 
Comptoirs Modernes, — the 
Group has already rounded out 
its network in Spain, acquired a 
supermarket chain in Brazil 
and opened its first stores in 
Poland. This strategy will 
enable us to join forces in 
developing logistics and infor- 
mation systems, which will, in 
time, reduce distribution costs 


and further enhance our com- 


petitive edge. 


In 1998, the French hypermar- 
kets eliminated their on-site 
inventories of food products. 
Spain, Brazil, Argentina and 
Taiwan will follow this example 


so that hypermarkets in our 


five major countries of opera- 
tion will be entirely free of on- 
site food product inventories by 
2000. This move will lead to 
the implementation of common 
supply systems for hypermar- 
kets and supermarkets in the 


near future. 


Better equipped to face interna- 
tional competition with super- 
markets, with a better orga- 
nized distribution chain and 
a stronger competitive edge due 
to robust market shares in 
several countries, Carrefour 
should be able to demonstrate 
a substantial capability to 
bounce back after the crises 
currently affecting its opportu- 


nity markets. 


Daniel BERNARD 
Chairman 
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Sales, net 
of tax 


(in FF billions) (in < billions) 


Consolidated sales advanced 
by 6.2%, or 8.2% on a constant exchange 
rate basis. The Group generated 57% of 
sales outside France, including 
Erteco and Picard Surgelés. 
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Earnings per share (1) 
(in FF) (in €) 


Earnings per share, calculated 
based on net income from recurring 


operations, Group share, stood at FF 104.83. 


(1) Adjusted to reflect the May 1994 one-for-one bonus share issue and the May 1996 one-for-two bonus share issue. 


= Capital expenditure 
Working capital provided by operations 


51 
33.6 


94 95 96 97 98 


Working capital provided 
by operations 
and capital expenditure 
(in FF billions) (in € billions) 
Capital expenditure for the year 
amounted to FF 33,606 million. 
Total capital expenditure by the Group 


over the last five years came to FF 75 billion. 


= Stockholders’ equity 
Net indebtedness as a % of equity 
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Stockholders' equity 


(in FF billions) (in < billions) 


Net indebtedness represent 94% of equity 
as of the end of 1998, versus 13.1% 
a year earlier. Return on equity 


was 15.8% in 1998 versus 17.2% in 1997. 


616 
svi 4,040 
3,743 
3, 939 
410 
2,690 
329 
2,157 
94 95 97 


Net income from 
recurring operations, 
Group share 
(in FF billions) (in € billions) 

Net income from recurring operations, 
before exeptional items, the best indicator 


of the Group’s business and its performance, 
advanced by 7.9% to FF 4,040 million. 
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Net dividend 
per share (1) 
(in FF) (in €) 


Net dividend per share 
advanced 7.2% to FF 32.14. 


k Mark 


Capital stock 1994 1995 1996 1997 1998 
Number of shares 25,640,900 25,640,900 38,461,350 38,475,354 38,844,924 
(FF 100 par value each) (1) (2) (3) (4) (5) 
Adjusted share price: 

° High 1,532 2,006 3,400 4,471 4,380 
e Low 1,173 1,361 1,981 2,750 2,808 
Market capitalization as 

at December 31 (in FF billions) 55.1 56.7 76.2 129.8 163.90 
Total adjusted dividend per share 

(including “avoir fiscal” tax credit, in FF) 26 32 39 45 48.21 


(1) Capital increased by 12,813,516 shares as a result of the 
one-for-one bonus share issue and by 13,868 via the exercise of stock 
subscription options. 


(2) Capital increased by 12,820,450 shares as a result of the 
one-for-two bonus share issue. 


(3) Capital increased by 14,004 shares via the exercise of stock 
subscription options. 


On November 9, 1998, at the Extraordinary 
General Meeting, Carrefour stockholders 
approved the proposed merger of De Noyange 
by Carrefour. 


De Noyange was a structure that grouped 
together certain of Carrefour’s founding share- 
holders. With more than 90 shareholders, 
there was no longer any reason to maintain 
De Noyange as a legal entity. The merger 
offered De Noyange shareholders liquidity 
while simplifying Carrefour’s capital owner- 
ship structure. The operation had a positive 
impact on Carrefour’s net assets and earnings 
per share, particularly in respect of the 3% 
discount applied to De Noyange’s restated net 
assets that was used to determine the share 


exchange parity. 


(4) The acquisition of Comptoirs Modernes was carried out via a public 
tender offer and a public offer to exchange 6 Carrefour shares for every 
7 Comptoirs Modernes shares. Following the operation, Carrefour’s 
capital had increased by 369,570 shares. 


(5) 525,584 shares, corresponding to shares acquired by Carrefour to 
stabilize the market price (authorization renewed by the General 
Meeting of November 9, 1998) and for the purposes of employee stock 
option schemes, do not carry voting rights. 


Several former De Noyange shareholders, 
the March Group and Group managers signed 
a pact providing for a single pre-emptive right 
on all or some of the Carrefour shares held, 
up to a maximum of 14.27% of the capital and 
21.48% of the voting rights. 


The Group’s bylaws set a disclosure threshold 
for any shareholder acquiring 1% or more of 
the Group’s capital. Shares held in a registered 
account in the name of the same shareholder 
for at least two years are entitled to double voting 
rights under the conditions prescribed by law. 

Carrefour shares ended the year at a price of 
€ 634.2 (FF 4,218) per share, a 34.4% rise 
over the year, compared with a 31.5% rise by 
the CAC 40 French stock market benchmark 


index over the same period. 


Capital ownership as at December 31, 1998 


FM AM J MAM J 


O N 


Shares % Voting rights % 
e March Group 2,025,374 5.21 3,141,165 6.68 
e Group employees 899,796 2.32 1,776,476 3.78 
e Treasury stock 525,584 1.35 0 0 
e Public 35,394,170 91.12 42,139,123 89.54 
Adjusted share performance 
(in €) 
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After nearly twelve months of preparation by all the 
countries involved, the 35th anniversary celebration 
took place from October 15 to November 15 in all 
Group stores. It was backed by a heavy advertising 
campaign - every day in France saw an announcement 
concerning a different product, on billboards, radio 
and in the press, with close to 80 national and regional 
daily titles. The quantities available and the price of 
the product were only revealed on the morning the 
offer started. 


In Taiwan, Spain, Brazil, Portugal 
and Thailand, 
also 


the operation was 
accompanied by television 
advertisements. In a country like 
Thailand where our banner has 
only recently been introduced, the 
advertisements had a huge impact on 
consumer awareness that was reflected 
in the number of calls received asking 


for store addresses. 


The operation enabled scores of 
customers to discover Carrefour for 


the first time or to rediscover our 
stores in countries where the banner is 
more established. The increase sales 
over the period reflected increases in 
the average shopping basket and a 
similar advance in the number of 
customer traffic. In France, the lion’s 
share of these customers continued to 
shop in our stores after the operation 
had finished. 


In addition to the commercial success 


of the operation, it also provided the 


ae 


as Al ue 


opportunity to carry out a real-life test 
of a new organizational structure. 
Certain products were chosen by all 
16 countries taking part in the 
operation at the time: the electric 
drill, mini Hi-Fi system, the television 
set and some ten other products were 
ordered from the same suppliers for 
delivery using each country’s logistics 
on a timely basis. Of course it wasn’t 
the first time that the same product 


was offered for sale everywhere, 


I 
mek 


Lin . 


nth 
eatable 
offers 


the novelty resided in the volumes 
of articles ordered over such a short 


period. 


For the supply chain, all deliveries 
in France were carried out using just- 
in-time logistics, with nearly 600,000 
palettes delivered on the very morning 
of the product announcement, the day 
before or the day after, with flows 
of goods and shipment reception 


organized several days in advance. 


264,670 electric drills 

144,000 electric screwdrivers 

805,380 packs of 3 light bulbs 

300,100 packs of 6 wooden coat-hangers 


69,970 radio cassette recorders 

25,150 mini Hi-Fi systems 

31,000 television sets 

117,600 pairs of corduroy trousers 

132 metric tonnes of lamb in France 
2,830 airline tickets in 3 hours in France 


48,000 bouquets of 35 roses 
(at FF 35 a bouquet!) 


in non-food goods, the development of specialty chains and e-commerce 
and its huge product selection are shaping competition. In food products, 
highly professional supermarkets are gradually gaining ground, with 
surface areas up to 4,000 and 5,000 sq. m., equivalent to the space 
devoted to food in a hypermarket. This is the reasoning behind me 
with Comptoirs Modernes. 


An 


Today, global trading is becoming 
a reality. Carrefour was one of 
the pioneers, expanding into 
countries such as Spain, Brazil, 
Argentina and Taiwan over 
the past 25 years. We now enjoy 
strong positions in these coun- 
tries. We have stepped up expan- 
sion since the early 1990's, 
setting up operations in 15 addi- 
tional countries worldwide. 
Global expansion of the retail 
business has obviously attracted 
a fair share of international com- 
petitors as well as stimulating 
local players. 


The same goes for manufacturers, 
who are more and more powerful. 
Products travel and concepts 
evolve around the world. Broad 
economic zones are being created 
which will gain in stature despite 
the current monetary disorder. 


In addition, the highly capital- 
intensive nature of our business 
is soaring, a trend that is here 
to stay. Obviously the need for 
capital is fueled by faster expan- 
sion, but it also reflects a policy 
geared to private-label goods, 
logistics, new information 
systems and the shift to make 
each store a centerpiece for cus- 
tomer entertainment. All these 


factors contribute to increasing 


concept 


the expenditure required for 


each new store. 


Against this backdrop, hyper- 
markets and supermarkets are 
emerging as the two standard 
formats in food retailing. The 
hypermarket is now well known 
and is increasingly becoming 
a benchmark worldwide. It is a 
flexible store dealing with large 
volumes, where product selec- 
tions move in step with con- 
sumer tastes in each country and 
which is well suited to a range of 


economic cycles. 


The supermarket is a maturer 
concept, with product selections 
that tend to be geared to local 
traditions since they focus more 
on groceries and fresh produce. 
Again it is a benchmark concept 
in each country. 


Every day, we work towards 
improving and adapting our 
hypermarkets and in a similar 
fashion, Comptoirs Modernes 
has set a recognized standard in 
supermarket trading. 


In our view, a combination of 
these two store formats is the 
best means to manage our mar- 
ket shares. It enables us both to 
intensify our coverage in markets 
where Carrefour is already strong 
in hypermarkets, as well as build- 
ing critical mass from a volume 
standpoint, thereby enabling us 
to use the most effective distribu- 
tion resources and techniques, 
which in turn will enhance our 
profitability. 


In each country we must 
work towards achieving 
the best possible distri- 
bution cost. This will 
involve new methods. 

In order to strengthen 
our offer and make our 
stores a centerpiece 

for customer entertain- 
ment, we must cut cost 
upstream and exert strict 
control over inventories. 


In the past few years, the major 
countries where the Group 
operates, France, Spain, Brazil, 
Argentina and Taiwan have all 
been equipped with logistics 
resources: import platforms, 
non-food and grocery ware- 
houses along with splinter plat- 
forms to handle fresh produce 
This 
should gradually enable the 


transit. organization 
optimization and reduction of 
transport costs, paving the way 
for lower product manufactur- 
ing costs, simplified store recep- 
tion procedures as well as 
allowing all administrative tasks 
to be pooled into a single site — 
the warehouse — at regional 
level. They were previously split 


out to each store. 


The current examination of our 
supply chain organization leads 
us to take our objectives much 
further. Retailers have gone 
beyond the stage of irregular 
orders and rapid deliveries 
and suppliers have improved 
organization of production 
and inventory management. 
Commercial relationships within 
the retailer/supplier partnership 
are now moving towards shared 
supply management. The days 
of simply talking about dis- 
counts, transport costs, full 
trucks and palettes are over. 
Instead experts on each side 
enrich the commercial relation- 
ship by analyzing the entire 
supply chain, seeking to 
enhance productivity and 
reducing inventory at every 


stage in the process. 


In France, the integrated logis- 
tics rate, corresponding to the 
volume of products channeled 
via platforms instead of arriving 
directly from the supplier's pro- 
duction site at the store 
increased sharply in 1998 com- 
pared with the prior year. This 
was primarily due to the accel- 
erator impact of the 35th 


anniversary celebrations. The 


figures for goods now delivered 
via platforms provide the evi- 
dence: nearly 100% of fmcg ver- 
sus 80% previously, 82% of tra- 
ditional fresh produce com- 
pared with a prior figure of 60% 
and 60% of non-food products 
instead of 30% before the opera- 
tion. The various logistics units 
in France, which had previously 
been sector-based and organized 
in a vertical structure were 
pooled into a single transversal 


nationwide unit. 


In tandem with the change in 
logistics organization, an A for A 
order system was implemented 
for food products. Stores order 
the morning to receive a deliv- 
ery the same afternoon for those 
stores in proximity warehouse 
locations, or the following 
morning before opening for 
stores that are further afield. 
The result is both a time saving 
and above all a cost saving, due 
to the elimination of on-site 
inventories and of transfers to 


inventory on delivery reception, 


then from inventory to the 
shelf. With the new system, the 
product goes straight to the 


shelf when it arrives at the store. 


There is still substantial work 
to be done such as optimizing 
new information technology 
resources like EDI (electronic 
data interchange) between sup- 
pliers and retailers, already used 
to take orders and receive dis- 
patch notices. In the future EDI 
will be rounded out to include 
full product information (product 


fact sheets) and notices of receipt, 


product references will be stand- 


ardized for the 133 stores in 
France and zero on-site invento- 
ries will be rolled out to non-food 
products. These are the objectives 


for France in the next two years. 


Spain, Brazil, Argentina and 
Taiwan are moving in the same 
direction and the five major 
countries where the Group 
operates are also set to eliminate 
on-site inventory entirely over 


the next two years. 


In view of our size and 
our ambitions, remodeling 
our organization is an 
unavoidable step. Today, 
major groups are imple- 
menting global financial 
systems. 


For Carrefour, identifying and 
standardizing financial and 
administrative best practice 
worldwide requires the backing 
of state-of-the-art, effective 
information systems. The Thalés 
project is one transformation 
agent, since it undertakes a 
far-reaching reorganization of 
accounting and financial activ- 


ities across the Group on a 


worldwide scale. Thalés is the 


first truly global project imple- 
mented by Carrefour in this 


respect. 


The reporting package is one of 
these processes. Today, the 
countries to which the Group 
has recently expanded its oper- 
ations often only use a basic 
reporting package with a single 
management control table. 
Other countries where the 
Group is more established have 
a multitude of schedules and 
comparative information, right 
up to the store shelf. There is a 
common factor to both pack- 
ages, the overwhelming reliance 
on manually input data, a 
source of loss in productivity 


and errors. 


Decentralization spurs an ineffi- 
cient multiplication of the time 
spent maintaining a host of dif- 
ferent systems, hence the move 
to pool financial reporting oper- 


ations. 


This unification requires a full 
definition of benchmarks and a 
standard chart of accounts for 
all Group entities. In addition, 
the new systems should allow 
financial statements to be pro- 
duced at national level, such as 
the statutory accounts for each 
company in each country. 
Global does not mean central. 
There is no question of giving 
up local specifics and they will 
retain a strong influence, all the 
more since the Group operates 
in the retail industry. The aim is 
to identify potential synergies in 
order to leverage them to every- 


one’s advantage. 


In time, standardization will 
enable the accounting chain to 
be fully automated. It will also 


step up the pace of research and 


information exchange, thereby 
spreading Group best practice 
more rapidly. Managers will be 
relieved of their task of produc- 
ing and verifying financial 
information and therefore able 


to devote more time to analysis. 


The project was launched 
in 1997 and tested in Thailand. 
It came on stream in 1998 and 
was installed in Korea and 
Poland, while the groundwork 
for its implementation was 
completed in the Group’s major 
countries of operation, where 
the software will be installed 
in 1999. General Ledger 
Accounting, Order Management, 
Supplier Accounting and Fixed 
Asset Management will be the 
first functions to be implement- 
ed, with the Budget, Treasury 
and Human Resources modules 


forming the second phase. 


In 1992, the Group had 
operations in five coun- 
tries, of which four with 
a Latin culture: France, 
Spain, Brazil and 
Argentina. The challenge 
facing an enterprise that 
now operated in twenty 
countries and on three 
continents is an alto- 
gether different one. 


A company operating in a single 
country has little trouble find- 
ing employees who understand 


its strategy and its policies. 


When the company’s opera- 
tions span several countries in 
the same world region, the lin- 
guistic, historical and trading 
heritage also create a core 
value system that promotes 


development. 


Our organizational models now 
have to be adaptable to coun- 
tries as disparate as Thailand, 
Spain, South Korea, Colombia, 


Poland and Indonesia. 


In addition to adapting to 
Asian, Latin and European cul- 
tures, the Group must also 
marshal its employees around 


core values. Carrefour’s founders 


believed in what they were cre- 
ating, they knew that cus- 
tomers would become more 
demanding every day, that they 
had to offer the right products 
at the best prices, that fitting 
in with an automobile-focused 
culture was essential and that 
making life easier for con- 
sumers and listening to them 
so as to meet their expecta- 
tions had to be key concerns. 
To sum up this ethos, the sole 
judge of our performance is 
the consumer. Our customer- 
focused culture is one of our 
founding values. It is reflected 
in our lowest price guarantee, 
our customer motto “satisfied 
or your money back” and is 
being rounded out by new serv- 


ices and guarantees every day. 


By the same token, the concept 
of staying a quarter of an hour 
ahead is common to all coun- 
tries. It is the symbol of the 
lead that Carrefour must main- 
tain in product offering inno- 
vation, revamped concepts, 
store layouts and customer 
service propositions. This 
short time span also symbol- 
izes, that a lead can be lost in 


no time at all and that in our 


business it is easy to copy a 
leader, meaning that we must 
constantly renew our offer and 


stay alert. 


On September 14, 1998, 650 
travelers arrived in Parisian 
airports. They came from Seoul, 
Sao Paulo, Pau, Warsaw or as 
far afield as Taipei or Shanghai. 
For most of them, it was their 
first visit to Paris and France, 
but all of them shared the 
same values and the same cul- 
ture. These are the people that 
are responsible for making 
Carrefour French, Mexican, 
Indonesian, Colombian or 
Spanish every day of the week. 
Above all, these are the people 
that make sure that Carrefour 


stays true to its core values. 


For three days, these managers 
met, exchanged their exper- 
tise, discovered the latest inno- 
vations at Carrefour France 
and deepened their knowledge 
of the Group’s strategy and 


objectives. 


On October 15, 1998 Carrefour 
began its thirty-fifth anniver- 
sary celebration in a highly 
innovative fashion. For the first 
time, a retailing Group launched 
a worldwide marketing opera- 
tion for a whole month. The 
operation was made possible 
by our global reach, organiza- 
tion systems and logistics. The 
month of unbeatable offers 
was an outright success, feted 
by the press around the world, 
but also by millions of 


Carrefour’s customers. 


The operation’s success was 
due to the professionalism of 
our employees and our core 
values based on customer sat- 
isfaction, a passion for innova- 
tion and anticipating change. 
It fuels a single ambition, that 
of raising Carrefour to rank 
alongside the major global 


retailers. 


past five years which hold immense potential for the hypermarket format. 
We will strengthen our market shares based on a policy ed 
expansion of our hypermarket and supermarket operations. 


In all our major countries of 
operation, excluding France, we 
will continue to open new 
hypermarkets every year. Our 
expansion will of course be car- 
ried through on a case-by-case 
basis. A country such as Brazil, 
beyond its current crisis, retains 
firm growth potential that will 
propel it to the same level as 
France from a number of stores 


standpoint in the future. 


The Comptoirs Modernes Group 
already enjoys broad reach in 
France and Spain. The acquisi- 
tion of some twenty stores in 
Brazil will enable it, with 
Carrefour’ backing and techni- 
cal support, to step up our joint 
presence there. Poland, where 
the first outlets have been open 
since early 1999 provides anoth- 
er example of close co-operation 
between employees of both 
hypermarket and supermarket 
operations right from the start. 


Other countries currently expe- 
riencing sustained development 


will be future “G5” members. 


In Korea, with two openings 


since the beginning of 1999, we 


now have eight stores and are 
the leading international retailer 
in the country. We are continu- 
ing to expand at a rate of three to 
four stores annually and despite 
the economic and monetary cri- 
sis, we recorded a profit in 1998. 
Poland also holds great poten- 
tial, with consumer spending 
and the household equipment 
rate both on an upward trend. 
We should step up our develop- 
ment there in 1999 and 2000. 


Tuming to China, where we 
opened our first stores last year 
in inland city locations, some 
that are little known abroad but 
which represent sizeable urban 
populations with 4 to 5 million 
inhabitants. With 14 stores in 
some ten cities and several proj- 
ects in this enormous country, 
we are building a substantial 


competitive lead. 


In other countries, we are 
preparing for the future, target- 
ing our expansion on major 
cities and initially via the hyper- 
market format only. We will 
move into new countries in 
upcoming years: Greece, 
Switzerland, Hungary and 
Slovakia should open their first 
stores as of 2000 and 2001. 


In 1998, we generated 71% of 
sales and 72% of EBIT in France 


and other European countries. 


We have 160 stores in other 


world regions, two-thirds of 
which opened barely three years 
ago. Leaving aside the crises 
currently experienced by certain 
of these countries, in five or ten 
years they will be our drivers for 
profit growth. 
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In 1998, the rise in consumer spending was the strongest since 
1990. Carrefour, Comptoirs Modernes, Picard Surgelés and Erteco 


achieved significant market share gains. 


Carrefour 


Consumer spending rose 4.2% in 
France, boosted by events such as 
the World Cup and Carrefour’s 
thirty-fifth anniversary operation 
and also due to a more optimistic 
outlook on the part of households. 


Carrefour increased its market 
share substantially, with a 5.5% 
increase in sales compared with 
a 3.8% rise in the FCD index of 
hypermarket sales (2.2% exclud- 
ing Carrefour). For the first time, 
Group sales in France crossed the 
FRF 100 billion mark. 


The 16 stores of Guyenne et 
Gascogne, Charenton and Coop 
Atlantique adopted the Carrefour 
banner at the end of the first half 
and have recorded marked sales 
growth since then. Carrefour’s 
performance is mainly tied to a 
recovery in sales of non-food 
products, amplified by the strong 
results of the 35-year anniversary 
operation. 


The roll-out of the new Espace 
Commercant concept continued, 
reaching 15 stores and bringing to 
18 the total number of hypermar- 
kets using this redesigned 
approach to presenting non-food 
sections. Further setting up is 
scheduled for 1999. 


The Group now numbers 60 
Optique Carrefour and 40 Health 
and Beauty counters. The new 
Caisses 2000 cash registers, more 
user-friendly and convenient for 


customers and providing better 
ergonomics for attendants, were 
introduced in about twenty stores. 
They will gradually be set up in all 
Group stores over the next two 
years. 


Lastly, all stores took aggressive 
steps to reduce their stockroom 
inventory levels, beginning with 
food products. At the end of 1998, 
the “zero inventory” method had 
been applied to all grocery and 
health and beauty products, with 
direct delivery from warehouses to 
stalls, using just-in-time logistics 
to avoid the need for stockroom 
storage. 


Erteco 


Erteco’s sales rose about 6%, 
thanks to sustained performance 
by the Ed le Marché Discount and 
Ed lEpicier stores. Their profes- 
sionalism in the area of fresh 
produce is widely recognized and 
plays a key role in customer 
retention. 


The main highlight of the year for 
Erteco was the acquisition of 33 
Cedico stores in northern France, 
where the company was not pre- 
sent previously. These stores were 
redesigned in early 1999, extend- 
ing Erteco’s geographical reach. 


Picard Surgelés 


Picard Surgelés continues to 
expand its coverage of the 
domestic market, two-thirds of 
new store openings being in 
regional centers such as Cannes, 
Chalon, Nice, Poitiers, Caen, 
Bourges, etc. 


Sales increased by 13%, with par- 
ticular progress during the World 
Cup period and the Christmas 
season. 


Comptoirs 
Modernes 


Following a remarkably successful 
tender offer for purchase/exchange, 
Carrefour now holds 98.4% of 
Comptoirs Modernes. The Group's 
financial statements were account- 
ed using the equity method in 1998 
and will be fully consolidated as of 
1999. Comptoirs Modernes record- 
ed 13.5% sales growth in 1998, to 
FF 37 billion. 


Metro France 


Metro France continued its devel- 
opment and improved its turnover 
by nearly 10%, thanks in particular 
to very strong performance in 
non-food sales. 


Affiliates 


The Group divested its holdings in 
Office Depot US and Office Depot 
France. Its stake in Cora remained 
unchanged at 42.2%. 
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14% 


e On the whole, rising consumer spending 
activity in other European countries. Grow 


oO buoyed up 
continued in 


Southern Europe and Group operations began in two 
emerging Central European countries. 


Spain 


Consumer spending, mainly driv- 
en by car sales, again rose about 
3.5%. 


In 1998, Pryca launched a two- 
year plan to upgrade all of its 
stores. The new layout concepts 
for fresh produce have been 
implemented in 25 stores and the 
clothing areas have been renovat- 
ed in 18 stores. The new non-food 
areas have also been set up in 
4 stores. Selections were thor- 
oughly 
increase in the range of offerings 


revamped, with an 
to include products with higher 
added value, new product lines, 
the development of assisted sales 
for cold cuts, cheeses, etc., and 
the introduction of hot-food 
counters. 


The early results of these changes 
are promising, particularly in non- 
food areas, but the overhaul has 
temporarily disrupted the work of 
the stores concerned. As a result, 
Pryca’s sales at the end of 1998 
had dipped slightly, 0.9% in local 
currency or 1.8% in French 
francs. 


Lastly, the Group set up a new 
operating region in the Northeast 
and the head office set up new 
Marketing, Training and Organi- 
zation & Logistics departments. 


Portugal 


A third store was opened in Lisbon, 
the fourth Carrefour in the coun- 
try, contributing to a marked 
increase in sales. The first four con- 
trolled supply chains have been set 
up in Portugal and the Group has 
signed agreements with Socomo, a 
Spanish company already supply- 
ing citrus fruit to the other 
Southern European countries. 
Store renovation operations based 
on the new food and non-food 
concepts are in progress. 


Portuguese authorities have decid- 
ed to authorize the opening of 12 
new hypermarkets in the coming 
years, 4 of which are expected to be 
Carrefour stores. 


Italy 


Sales increased, in spite of a less 
favorable context for consumer 
spending compared with last year, 
as government incentives for car 
sales have been discontinued. The 
new concepts for jewelry and 
computer equipment departments 
were further developed and sever- 
al controlled supply chain agree- 
ments were signed with local fruit 
and meat producers. A new store 
is being built in Bari and should 
open at the end of 1999. 


Turkey 


The Turkish economy is mainly 
characterized by persistently high 
inflation of over 65%. Sales in 
deflated currency, however, rose 
substantially, thanks in part to 
the introduction of credit card 


payment. 


Poland 


Poland today is seen as one of the 
most stable emerging countries, 
even though consumer spending 
continues its spectacular rise, 
fueled by strongly expanding con- 
sumer credit. Two stores have 
opened, the first in the capital 
Warsaw. Controlled supply chain 
agreements for fruit have already 
been signed or are being reviewed. 
Carrefour is also assessing possi- 
ble synergies in sourcing with 
Comptoirs Modernes’ Stoc stores, 
the first of which opened in early 
1999. 


Czech 
Republic 


A first store opened in Plzen, the 


country’s fourth-largest city, and ini- 


tial sales are well above targets. 


Greece 


The Group has purchased land 


and began construction of several 
stores due to open in the year 
2000. 
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Americas 
1998 sales 


23% 


Following a lackluster first half, Latin American 


economies were hit at the end of the year by the 
crisis in confidence that led to the devaluation of 
the Brazilian real at the beginning of 1999. 


As in 1997, the Brazilian govern- 
ment took a series of measures in 
1998 to slow down consumer 
spending and succeeded in virtu- 
ally eliminating inflation in the 
third quarter. But the attempts to 
defend the real-to-dollar parity 
caused interest rates to shoot up 
from 20% to over 50% at the end 
of the year. 


Carrefour opened two new stores 
and integrated the 8 Eldorado 
stores, which were converted to 
the Carrefour banner mid-year. 
New food and non-food concepts 
were deployed and the process of 
setting up controlled supply 
chains is now well under way. 
Offerings of proprietary-brand 
products and low price items have 
been further developed. The orga- 
nization structure has also been 
remodeled, with the establish- 
ment of Marketing, Human 
Resources and Organization & 
Systems departments. Finally, all 
stores are now open 7 days a 
week. 


Turnover for the year rose slightly 
in local currency, up 2.4%, and 
the consolidation of Eldorado 
brings the increase to 10% (7.4% 
in FF). At the end of 1998, 
Comptoirs Modernes acquired 23 
stores from the Lojas Americanas 
group, of which 5 took the 


Carrefour banner while the others 
became Stoc stores in January 
1999. 


Argentina 


In Argentina, GNP continued to 
expand by over 4%, but consumer 
spending grew only at a modest 
1% as unemployment remained 
high. The retailing industry also 
saw a large number of takeovers 
and mergers among existing 
supermarket groups. 


Three new Carrefour hypermar- 
kets opened and the last two 
included a new approach to non- 
food products inspired by the 
Espace Commercant concept in 
France. Carrefour also developed 
selections of proprietary brands 
for food products, general-store 
items and clothing. 


The Group achieved about 8% 
sales growth in both local curren- 
cy and French francs at the end of 
the year, the result of a significant 
improvement in the average bas- 
ket, slightly offset by an erosion in 
the number of baskets. 


Mexico 


Despite a promising start to the 
year, economic indicators gradu- 
ally worsened with a return to 
double-digit inflation, at 18%, a 
rising trade deficit, high interest 
rates and a marked slowdown in 
GNP growth (4%, down from 7% 
in 1997). Two new stores opened 
in Mexico City DF and future 


opening plans are mainly focused 
on Mexico City and Monterrey. 


Chile 


Chile also experience a slowdown 
in growth and consumer spending 
in the course of the year. The 
Group opened its first store in 
Santiago, which recorded a very 
large number of baskets in its first 
month of operation. 


Colombia 


In Colombia, following the open- 
ing of a first store in Bogota 
in October 1998, sales of non- 
food items proved remarkably 


successful. 
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Asia The financial crisis brought on a marked slowdown in 
consumer spending, but some economies appeared to be 
stabilizing at the end of the year. 


Asia 
1998 sales 


6% 


Taiwan 


Taiwan weathered fairly well the 


financial turmoil of 1997: although 
the new Taiwanese dollar depreciat- 
ed about 15%, GNP rose 5%, con- 
sumer spending remains between 4 
and 5% despite a dip, inflation is 
under control at 1.5% and unem- 
ployment is still low. 


Four Carrefour opened in 1998, 
including one with 15,000 m? floor 
space. The development of new con- 
cepts continued and there are now 8 
Carrefour Optique counters and 10 
Polygone Or jewelry outlets. The 
Group expanded the range of pro- 
ptietary brands and low price items 
and improved logistics integration 
between stores. 


Sales rose 16% compared with 1997 
in local currency, but the devalua- 
tion of the NT dollar scaled back this 
achievement to stable turnover in 
French francs. 


Malaysia 


In Malaysia, the drop in consumer 
spending is estimated around 
17%, with a sharp fall in purchases 
of non-food products. Carrefour 
opened two stores and increased 
its range of low price items. 


China 


China’s GDP growth 
somewhat but remains high at 
over 7%. 


slowed 


Carrefour doubled its number of 
stores in the country to 14, 4 of 
which are in Shanghai. The Group 
established beachheads in new 
cities such as Dongguan and 
Zuhai in the South, Wuhan in 
central China and Shenyang in the 
North. 


Hong Kong 


In Hong Kong, 1998 ended with a 


7% recession and a large rise in 
unemployment, which historical- 
ly had always remained low in the 
country. The drop in consumer 
spending is estimated at over 20% 
for 1998 and is set to continue in 
1999, though at a somewhat less 
dramatic pace. 


Carrefour opened two new stores 
during the year. The Group is 
reviewing the possibility of com- 
bining sourcing operations for 
fresh produce with those of stores 
in Southern China. 


Korea 


The financial crisis caused a surge 


in unemployment in Korea, but 
discount retail sales grew as a 
result. 


Based on a comparable number of 
stores, the number of baskets 
remained virtually stable for the 
entire year, as a strong recovery at 
the end of the year offset the drop 
recorded at the beginning of 1998. 
Carrefour kept up its expansion 
policy, opening three new stores, 
and store openings are set to con- 
tinue at an accelerated rate in the 
years to come. 


Thailand 


Consumer spending in Thailand 


fell 8% in 1998, but by the end of 
the year the economic environ- 
ment seemed to have stabilized, 
although one cannot speak of a 
recovery yet. In our stores, the cri- 
sis mainly impacted the average 
basket, while the number of cus- 
tomers increased. 


The Group opened only one store 
in 1998, in Bangkok, but expan- 
sion should resume in 1999. 


Singapore 


The recession hit Singapore in the 
last quarter of 1998 and is likely to 
deepen in 1999. The Group adapt- 


ed its strategy in the only store 
there and a second store may be 
opened at the end of 1999 or in 
early 2000. 


Indonesia 


In Indonesia, the Group decided 


to open its first store, but with a 
scaled-down investment outlay. 
Sales of this first store are 
nonetheless encouraging. 
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subsidiaries ” 


® Carrefour de Mexico 100 
(Mexico) 

@ Presicarre 58) 
(Taiwan) 

® Carrefour Malaisie 70 
(Malaysia) 

® Beijing Jiachuang Commercial 60 
(China) 

® Carhua Bp) 
(China) 

® Carrefour Korea 100 
(Korea) 

@ Cencar 100 
(Thailand) 

M®@ PT Cartisa Properti 70 
(Indonesia) 

® Carrefour Singapour 100 
(Singapore) 

™ Grandes Superficies 
de Colombia 55) 
(Colombia) 

® Carrefour Polska 100 
(Poland) 

M™ Shenzhen Lerong 100 
(China) 

® Carrefour Ceska Republika 100 


(Czech Republic) 


Hypermarkets % (2) 

® Carrefour France 100 
and subsidiaries (France) 

M@ Carcoop 50 
and subsidiaries (France) 

® Euromarché 100 
and subsidiaries (France) 

® GML 50 
and subsidiaries (France) 

® Sogara 50 
and subsidiaries (France) 

®@ Sogramo 62 
and subsidiaries (France) 

® Carrefour Monaco 100 
(Monaco) 

Mi Pryca 69 
(Spain) 

® Carrefour Italia Commerciale 80 
(Italy) 

® Societa Sviluppo Commerciale 80 
(Italy) 

® Carrefour Portugal 50 
(Portugal) 

® Carrefoursa Carrefour Sabanci 60 
Ticaret Merkezi 
(Turkey) 

M™ Brepa 98 
and subsidiaries (Brazil) 

® Carrefour Argentina 100 
(Argentina) 

M™ Grandes Superficies de Mexico 100 


(Mexico) 


Related services % (2) 

B Carfuel 100 
Petroleum products (France) 

®@ Carma et ses filiales 50 
Insurance (France) 

® Immobiliére Carrefour 100 
Real estate (France) 

® Providange 51 
Auto centers (France) 

@ S2P 60 
Credit cards (France) 

®@ Carrefour Vacances 100 
(France) 

@ Financiera Pryca 44 
Credit cards (Spain) 

® Carrefour Credito 91 
Credit cards (Brazil) 

Other businesses % (2) 
Supermarkets 

M@ Comptoirs Modernes 98.4 
(France) 
Hard Discount 

i Erteco 100 
and subsidiaries (France) 
Frozen Foods 

® Picard Surgelés 79 


(France) 


Investments 


Hypermarkets 


@ GMB 


(France) 


% (2) 


a2 


Warehouse stores 


®@ Costco UK 
(United Kingdom) 


20 


® Metro France 


(France) 


20 


Pets 


®@ Pet's mart 
(United States) 


8.3 


® Fully consolidated companies 
®@ Equity method company 
® Non-consolidated company 


(1) As at December 31, 1998 


(2) % interest held by the Group as at December 31, 1998 
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